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PROPOSED INT. 1171-A              By Council Members: Vann and Recchia 

 

TITLE:
To amend the administrative code of the city of New York, in relation to the sale of tax liens.

ADMINISTRATIVE CODE:
Amends subparagraph i of paragraph 2 of subdivision b of section 11-320, and amends subdivision b of section 11-322  of the Code.

On Monday, November 18, 2013, the Committee on Finance and the Committee on Community Development will consider Proposed Int. 1171-A, a local law to amend the Administrative Code in relation to the sale of tax liens.   

BACKGROUND/ LIEN SALE HISTORY

A lien is a legal claim against real property for unpaid property taxes, water, sewer or other property charges, as well as the interest due on these taxes and charges.
  When outstanding amounts have been delinquent for a legally specified period of time, and the City has mailed notice to the property owner, the City of New York, via the Department of Finance (“DOF”) commissioner is allowed to sell the lien(s) to an authorized third party, who becomes the “tax lien purchaser” (Trust).
 The Trust packages the liens into security-backed assets, which are sold to investors on the private placement market.  The Trust pays the City a certain portion of the value of the liens upfront, usually around 90 percent of the lien value.   At this point, the City no longer “owns” the liens and has no role in the post-lien sale process. The Trust hires private collection agents or servicers to collect the debt from the owners and to handle foreclosure proceedings and property auctions.
On March 2, 2013, the City Council voted to adopt Local Law 15 of 2011.
 This Local Law 

Made extensive reforms to the City’s Lien Sale process to, inter alia, include a host of protections to property owners whose home was subject to the tax lien sale. Notable protections include:
· Raising the threshold for properties to be included in the tax lien sale would increase for water and sewer liens to 1 year and $2,000 for 2- and 3-family homes from $1,000. 
· Codifying DOF’s practice of first-class mail notification to property owners at 90, 60, and 30 days prior to the lien sale date, and adds a 10 day mailing, in addition to the publication at 90 and 10 days before lien sale.  
· Require bi-annual (October and January) statements and all lien sale notifications are to include: 1) qualifying exemption information; 2) payment plan availability; 3) ombudsperson contact information; and 4) a lien sale process description.  
· Require statements and notices must be in Chinese, English, Korean, Russian, or Spanish if requested by owner, or if DOF has reason to believe that is the property owners’ primary language.  Post-sale notifications are to include contact information for the Department of Environmental Protection (“DEP”) and DOF ombudsperson.  
· Reduced the interest rate that lien services charged after a lien is sold to 9% (from 18%) on properties with an assessed value up to $250,000.

· Require servicers to provide an itemization of taxes, interest, and fees on servicer bills and make all fees reasonable and bona fide, and in the case of attorney fees, customary. 
· Require servicers to include language in all communications regarding: 1) availability of forbearance agreement, 2) explanation of the role of the lien servicer, and 3) servicer and City ombudsperson contact information.  
· Require DOF to provide an exemption eligibility checklist to help make homeowners aware of qualifying exemptions that would exclude them from the lien sale. The checklist would be included in any mailing to a delinquent taxpayer, and with all notices to homeowners whose properties have been included in a lien sale notification list.  Upon receipt of an eligibility checklist, or other communication indicating possible exemption eligibility of a property owner, DOF must follow prescribed steps to provide the homeowner with application forms for the appropriate exemption.  DOF is to provide a list to the Council of property owners who returned an exemption eligibility checklist but not a completed application 30 days prior to the lien sale, and again 30 days after the lien sale.  Property owners who have communicated to DOF their possible eligibility prior to the lien sale have 90 days from the lien sale date to submit an exemption application. 
· Require DOF and DEP to allow homeowners to enter into a payment agreement plan with no down payment (unless the property owner specifies otherwise).  
Problems with Local Law 15 
Since the passage of Local Law 15, the Committees have heard from dozens of constituents and advocacy groups about the provision in the law that requires only property owners to enter into payment agreements. 

As mentioned above, Local Law 15 allows property owners who are eligible for the lien sale to enter into a payment agreement with DOF or DEP.  With the acceptance into a payment agreement, the property subject to the lien sale will be removed from that year’s lien sale. An individual, however, who is not the property owner or listed on the deed to the property cannot enter into a payment agreement, even though such individual is, or has been, maintaining payments on the property. The Committees learned that this is particularly a problem with children of deceased parents who died without a will, or intestate, and have not yet added their name to the deed. In these cases, the children of the deceased continue to maintain the property (payments for property taxes, water, mortgage, etc), however, they are prevented from entering into a payment agreement with DOF or DEP to avoid the lien sale, if they fall short on such payments. 

Another problem with Local Law 15 that was brought to the attention of the Committees relates to the accessibility of the exemption eligibility checklist. As mentioned, Local law 15 requires DOF to provide an exemption eligibility checklist to help make homeowners aware of qualifying exemptions that would exclude them from the lien sale.
 The checklist is included in any mailing to a delinquent taxpayer, and with all notices to homeowners whose properties have been included in a lien sale notification list.
  Upon receipt of an eligibility checklist, or other communication indicating possible exemption eligibility of a property owner, DOF must follow prescribed steps to provide the homeowner with application forms for the appropriate exemption.    Property owners who have communicated to DOF their possible eligibility prior to the lien sale have 90 days from the lien sale date to submit an exemption application, regardless of whether the statutory exemption application deadline of March 15th has passed. Local law 15 also requires DOF to provide prompt assistance to any homeowner in completing their exemption application.

Since the passage of Local Law 15, the Committees have learned that many individuals do not have adequate or consistent access to their mail for a myriad of reasons (vacation, post office box, etc.). Since the exemption eligibility checklist is not included on DOF’s website, many individuals do not get the opportunity to take advantage of the benefits of the exemption eligibility checklist.  
Proposed Int. 1171-A
To address these problems, Proposed Int. 1171-A would amend the tax lien law to include additional protections for individuals subject to the lien sale law. Specifically, the legislation requires the Department of Finance to post the exemption eligibility checklist on-line on the first business day after the statutory exemption application deadline of March 15th, and requires “eligible persons” other than the property owner (as defined by DOF and DEP) to enter into a payment agreement to prevent the property’s inclusion into the lien sale.  

November 18, 2013

At today’s hearing, the Committee on Finance and the Committee on Community Development will consider Proposed Int. 1171-A, a local law to amend the Administrative Code in relation to the sale of tax liens.   The Department of Finance and the Department of Environmental Protection have been invited, and are expected to testify. 
Proposed Int. 1171-A 
By Council Members Vann and Recchia 
A LOCAL LAW 
To amend the administrative code of the city of New York, in relation to the sale of tax liens.
Be it enacted by the Council as follows:

Section 1. Subparagraph i of paragraph 2 of subdivision b of section 11-320 of the administrative code of the city of New York, as amended by local law number 15 for the year 2011, is amended to read as follows:
i. Such notices shall also include, with respect to any property owner in class one or class two, as such classes of property are defined in subdivision one of section eighteen hundred two of the real property tax law, an exemption eligibility checklist.  The exemption eligibility checklist shall also be posted on the website of the department no later than the first business day after March fifteenth of every year prior to the date of sale, and shall continue to be posted on such website until ten days prior to the date of sale.  Within ten business days of receipt of a completed exemption eligibility checklist from such property owner, provided that such receipt occurs prior to the date of sale of any tax lien or tax liens on his or her property, the department of finance shall review such checklist to determine, based on the information provided by the property owner, whether such property owner could be eligible for any exemption, credit or other benefit that would entitle them to be excluded from a tax lien sale and, if the department determines that such property owner could be eligible for any such exemption, credit or other benefit, shall mail such property owner an application for the appropriate exemption, credit or other benefit. If, within twenty business days of the date the department mailed such application, the department has not received a completed application from such property owner, the department shall mail such property owner a second application, and shall telephone the property owner, if the property owner has included his or her telephone number on the exemption eligibility checklist..

§ 2. Subdivision b of section 11-322 of the administrative code of the city of New York, as added by local law number 15 for the year 2011, is amended to read as follows:
b. In accordance with rules promulgated by the commissioners of finance and environmental protection, a property owner, or other eligible person acting on behalf of an owner to enter into an installment agreement, as defined by rule, may enter into agreements with the departments of finance and environmental protection for the payment in installments of any delinquent real property taxes, assessments, sewer rents, sewer surcharges, water rents, or any other charges that are made a lien subject to the provisions of this chapter. The proposed sale of a tax lien or tax liens on property shall be cancelled when a property owner or other eligible person acting on behalf of an owner to enter into an installment agreement enters into an agreement with the respective agency for the payment of any such lien. Such rules shall also provide that such property owners or such other eligible persons be given information regarding eligibility for real property tax exemption programs prior to entering into such agreements. 
1. If payments required from a property owner, or other eligible person acting on behalf of an owner to enter into an installment agreement, pursuant to such an agreement are not made for a period of six months, such property owner or such other eligible person shall be in default of such agreement, and the tax lien or tax liens on the subject property may be sold, provided, however, that such default may be cured upon such property owner's or such other eligible person bringing all installment payments and all current charges that are outstanding at the time of the default to a current status, which shall include, but not be limited to, any outstanding interest and fees, prior to the date of sale. If such default is not cured prior to the date of sale, such property owner or other eligible person acting on behalf of an owner to enter into an installment agreement shall not be eligible to enter into an installment agreement for the subject property for five years, unless there is a finding of extenuating circumstances by the department that entered into the installment agreement with the property owner or such other eligible person.

2. An installment agreement shall provide for payments by the property owner or other eligible person acting on behalf of an owner to enter into an installment agreement on a quarterly or monthly basis, in the discretion of the appropriate commissioner, for a period not less than eight years and not more than ten years, provided that a property owner or other eligible person acting on behalf of an owner to enter into an installment agreement may elect a period less than eight years. There shall be no down payment required upon the property owner or other eligible person acting on behalf of an owner to enter into an installment agreement entering into the installment agreement with the respective department, but the property owner or other eligible person acting on behalf of an owner to enter into an installment agreement may elect to make a down payment.

3. Beginning January first, two thousand twelve, any property owner who has entered into an installment agreement with the commissioner of environmental protection pursuant to this subdivision and who has automated meter reading shall receive a consolidated monthly bill for current sewer rents, sewer surcharges and water rents and any payment due under such installment agreement.

4. No later than September first, two thousand eleven, the commissioners of finance and environmental protection shall promulgate rules governing installment agreements, including but not limited to, the terms and conditions of such agreements, the payment schedules, and the definition and consequences of default; no later than January fifteenth, two thousand fourteen, the commissioners of finance and environmental protection shall promulgate rules governing eligibility of owners or persons acting on behalf of owners to enter into installment agreements. 

§ 3. This local law shall take effect immediately.
T.E.2986/ 10-31-13

� See generally, NYC Administrative Code, Title 11, Chapter 3.


� See NYC Administrative Code § 11-332; see also id. at 11-319.


� See New York City Council Local Law 15 for the year 2011, available at � HYPERLINK "http://legistar.council.nyc.gov/LegislationDetail.aspx?ID=648866&GUID=BD596712-BAC0-48DD-92BE-1B00DB7A8497&Options=ID|Text|&Search" �http://legistar.council.nyc.gov/LegislationDetail.aspx?ID=648866&GUID=BD596712-BAC0-48DD-92BE-1B00DB7A8497&Options=ID|Text|&Search�= (last accessed November 14, 2013).





� See NYC Administrative Code § 11-320(b)(2).


� See id.


� See id.
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